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PANAMA CANAL TRAFFIC AND TOLLS 



BY EMORY E. JOHBTSOST 



Ik levying tolls for the use of the Panama Canal the policy 
of the United States should be to secure the desired amount 
of revenue with as little restriction on commerce as possible. 
The canal should be considered primarily as a commercial 
highway, and the benefits it may render the industry and 
trade of the United States and other countries should not 
be seriously restricted by the tolls imposed upon shipping. 
It will probably not be the purpose of the United States to 
secure large profits on its investment in the Panama Canal. 
Doubtless the revenues collected will be sufficient only to 
cover operating and maintenance expenses and interest. 

This was the position taken by President Taft in his 
message of the 21.st of last December. He then stated that : 

"I believe that the cost of such a Government work as the Panama 
Canal ought to be imposed gradually but certainly upon the trade which 
it creates and makes possible. So far as we can, consistent with the 
development of the world's trade through the canal and the benefit which 
it was intended to secure to the east and west coastwise trade, we ought 
to labor to secure from the canal tolls a sufficient amount ultimately to 
meet the debt which we have assumed and to pay the interest." 

How much revenue will the United States need to secure 
annually to carry out the policy favored by the President? 
It is estimated that the annual operating and maintenance 
expenses will be $3,500,000, and that $500,000 more will be 
required for the government of the zone. The canal will cost 
the United States $375,000,000, much of which has been or 
will be borrowed money. At three per cent, the annual inter- 
est on this investment will amount to $11,250,000. Thus, 
in order to carry itself without being a burden upon the 
general budget, the canal will need to have an annual revenue 
of $15,250,000. 

It is urged by many persons that the United States ought 
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not to tax the shipping nsing the canal to secure revenue to 
pay the interest on the cost of the canal, it being contended 
that the policy of the United States, at least as regards 
American shipping using the Panama Canal, should be the 
same as is its policy concerning the use of inland water- 
ways to-day, upon which no tolls are charged. Few people 
advocate the absolutely free use of the Panama Canal, but 
there are many advocates of tolls that will merely meet 
operating and maintenance expenses. 

It is the writer's opinion that such tolls should be levied 
as will enable the Panama Canal to carry itself, if it be 
found, as a result of actual experience, that tolls producing 
revenues large enough to meet operating, maintenance, and 
interest charges can be imposed without unduly limiting the 
usefulness of the canal. The interest and principal of the 
large investment made in the Panama Canal must be paid 
from one of two sources: either from the canal revenues 
or from the general taxes. The general budget of the United 
States is now subject to large demands. Funds are required 
for the promotion of the public health, for irrigation and 
reclamation, and for maintaining the military power and 
naval prestige of the United States. The present and 
prospective revenues of the Federal G-ovemment do not seem 
to warrant the United States in constructing at the expense 
of the general budget and maintaining on a non-revenue 
basis great public works such as the Panama Canal. 

Can an annual revenue of between fifteen and sixteen 
million dollars be obtained from tolls without unduly re- 
stricting the traffic of the Panama Canal? Will it be pos- 
sible to levj'' a charge of forty to sixty cents per ton on the 
cargo carried through the canal without diverting from 
Panama much of the tonnage that would otherwise make use 
of the waterway? To answer these questions definitely one 
must know three things : 

1. How much traffic there is available for the use of the 
Panama Canal if it is not diverted by tolls. 

2. What effect tolls will have on preventing commerce 
from using the canal, and 

3. What rate of increase in the traffic using the canal 
may be expected. 

A careful study of the entrances and clearances of vessels 
as recorded at the ports of the United States and Europe 
shows that had the Panama Canal been open in 1910 the 
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vessels passing through it would have had a total net register 
tonnage of 8,328,029 tons. The items composing this total 
tonnage of shipping and the extent to which the canal might 
have been used by the commerce of the United States and 
of Europe are indicated in the following brief table : 

NET REGISTER TONNAGE OF VESSELS THAT MIGHT HAVE ADVANTAGEOUSLY USED 
A PANAMA CANAL IN 1909-1910 

Total en- 
Total Total trances and 
entrances. clearances, cieai-ances. 

Europe with western South America 1,553,887 1,594,513 3,148,400 

Western Central America and Pacific 
Mexico 80,788 118,714 199,502 

Pacific United States, British Co- 
lumbia, and Hawaii 419,865 269,853 689,718 

Pacific United States via Suez Canal (1) (1) 158,000 

Oriental countries east of Singapore 
and Oceania. 618,704 555,881 1,174,585 

Eastern United States coast with west- 
ern South America, Pacific Mexico, 
and Hawaii 300,909 166,686 467,595 

Pacific coast of United States (via 

Cape Horn) 117,311 55,344 172,655 

Pacific coast of United States and 
Hawaii (via American-Hawaiian 
S. S. Co.) 181,713 181,713 363,426 

Oriental countries east of Singapore 
and Oceania 600,000 900,000 1,500,000 

Panama trafiic 158,558 259,932 418,490 

Eastern Canada with Alaska, Chile, 
and Australia 13,410 22,248 35,658 

Total 4,045,145 4,124,884 8,328,029 

(1) Not separable into entrances and clearances. 

The details from which the foregoing table is compiled 
indicate that the traffic which moved between the two sea- 
boards of the United States via Cape Horn, the Isthmus 
of Panama, and the Isthmus of Tehuantepec during the fiscal 
year 1910 amounted to but 11.4 per cent, of the total tonnage 
then available for the use of the Panama Canal. The trade 
of the United States with foreign countries comprised 32 
per cent, of the total available Panama traffic. The impor- 
tance of the canal to Europe and the west coast of South 
America is shown by the fact that during 1910 38 per cent, 
of the total available Panama traffic consisted of commerce 
between Europe and the west coast of South America. Great 
Britain's trade with the west coast of South America would 
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have accounted for nearly one-sistli of the total traffic of 
the Panama Canal during that year. 

The Panama Canal will be open for merchant shipping 
during 1914, and it is important to know what the available 
traffic will be in 1914 and 1915. It is possible to predict, with 
a fair degree of certainty, the amount of traffic that will be 
available for the canal in 1914 and 1915 because of an in- 
vestigation which the writer made as a member of the 
Isthmian Canal Commission in 1900 and in 1901. At that 
time it was found, by employing the same methods followed 
in the recent investigation, that 5,000,000 tons net register 
of shipping would have made use of the Panama Canal 
had it been in existence in 1899. The figures in 1910, eleven 
years later, showed an increase of 66% per cent., or at the 
rate of 59 per cent, per decade. If this rate of increase 
shall prevail up to 1915 ships then passing through the canal 
will have a total net register tonnage of 10,500,000 tons. 

A study of the rate of growth of the commerce of the 
world as a whole and of the trade of different sections of 
the world with each other indicates clearly that it is con- 
servative to assume a rate of increase of 59 per cent, per 
decade in the tonnage of available Panama traffic. The com- 
merce of the United States with non-European countries 
increased 67% per cent, during the ten years ending in 
1911. The trade of the Atlantic Gulf seaboard of the United 
States with Pacific countries advanced 63% per cent., while 
during the decade ending in 1910 the traffic of the Suez 
Canal rose 70.26 per cent, above the large figures it had 
already attained in 1900. 

In measuring the available traffic of the canal it is neces- 
sary to consider carefully the effect of at least two factors 
upon the volume of tonnage. The two main factors, other 
than relative distances via the Panama Canal and its com- 
peting routes, that may affect the amount of traffic using 
the canal will be the tolls charged at the canal and the cost 
of coal via Panama and other routes. In studying com- 
merce with reference to its use of the Panama Canal the 
effect of tolls upon traffic was kept constantly in mind. In 
fixing tolls it will be desirable to keep the charges below 
what the traffic will bear, or, more accurately stated, it will 
be wise not to charge tolls that the traffic will not bear. 

The traffic of the Panama Canal may be divided into two 
parts : (1) that which originates or terminates clearly within 
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the zone of the canal's influence — commerce that is eertam 
to use the canal — and (2) that which lies on the border of 
the canal's sphere of influence, and which may choose be- 
tween the Panama route and routes through the Straits of 
Magellan, around the Cape of Good Hope, or by way of 
Suez. The Panama route will have a monopoly of the traffic 
of Hawaii and of the west coast of North and South America, 
with the exception of a small part of the trade of southern 
Chile, but it so happens that the marginal traffic for which 
the Panama Canal must compete with other routes is of ex- 
ceptionally large tonnage and value, comprising the major 
share of the commerce of Pacific Asia and of Australasia. 
The ships engaged in the trade of which the Panama route 
has a monopoly will comprise the larger share of the canal's 
tonnage, but the marginal traffic is a prize so well worth 
competing for that it should be given careful consideration 
in fixing the tolls to be charged at Panama. The volume 
of traffic and the commercial usefulness of the canal, as well 
as the revenue obtained from its operation, are dependent 
upon the transit dues. 

The commerce between the central or agricultural portion 
of Chile and Europe would probably be diverted from the 
Panama Canal through the Straits of Magellan by tolls of a 
dollar per ton net register were it not that the vessels 
engaged in this trade will desire to pass up and down the 
west coast of South America to engage in the trade at inter- 
mediate ports. An even greater advantage which the Pan- 
ama route will have for shipping engaged in the European- 
Chilean trade will be the cheaper fuel costs. Vessels taking 
the Straits of Magellan route from Chile to Europe must 
purchase large quantities of coal on the east coast of South 
America at prices fifty per cent, above those that will prevail 
at Panama and at West-Indian stations. The difference in 
coal costs by the two routes will be equal to a half, or pos- 
sibly more than a half, of the canal tolls. 

Tolls such as the United States is likely to impose at 
Panama will hardly prevent the use of the canal by ships 
en route between the Atlantic Gulf seaboard of the United 
States and New Zealand and Australia. Wellington will be 
ten days nearer New York for ten-knot freight-steamers via 
the Panama Canal than by way of the Straits of Magellan, 
which is the shortest alternative route. Sydney, Australia, 
will be brought sixteen days nearer New York for such 
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vessels via the Panama Canal. The saving in time and 
distance "will be so marked that the trade between our east- 
ern seaboard and Australasia is not likely to be diverted 
from the canal by tolls of a dollar or even somewhat more 
than a dollar per ton net register. 

On the other hand, Europe will trade with Australia 
mainly by way of the Cape of Good Hope and the Suez 
Canal. New Zealand is the only section of Australasia whose 
commerce with Europe may make large use of the Panama 
Canal. For vessels of the fast type competition for the 
European-Australasian trade will be between the Panama 
and Suez canals, while for ordinary freight-vessels the choice 
of routes will be between the Panama Canal and the Cape 
of Good Hope. Very little of Europe's trade with Aus- 
tralasia would use the Panama Canal were it not for the 
fact that practically all vessels out to Australia make the 
port of Sydney at the eastern end of the continent. The line 
connecting points equally distant from Liverpool via the 
Panama and Suez routes runs only 150 miles east of Sydney. 
Thus, it is probable that some share of Australia's com- 
merce with Europe will be handled by the American canal 
route if the tolls at Panama are kept lower than at Suez. 

The Panama and Suez routes will be active rivals in the 
rich traffic field east and north of Singapore. The line con- 
necting points equally distant from New York by way of the 
opposing canal routes runs through Hongkong and Manila. 
To the north and east of those cities the distance and time 
advantage is with the Panama route for the trade of the 
eastern seaboard of the United States. To the south and 
west of Hongkong and Manila the Suez route wUl have the 
advantage. There will be some traffic from places north and 
east of Hongkong and Manila that will be taken to New 
York and the east coast of the United States by way of Suez. 
It is equally true that vessels will start from points west of 
Hongkong and Manila and proceed by way of Panama to 
New York. There will be an overlapping of routes between 
Singapore and Yokohama, 

For the trade of Europe with the countries east of Singa- 
pore the Suez route is much shorter. The line connecting 
points equally distant from Liverpool via Panama and Suez 
runs 694 miles east of Yokohama. Thus, such traffic as is 
carried on between Europe and Japan, China or the Philip- 
pines, by way of the Panama Canal, will take that route 
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either because of lower tolls at Panama than at Suez or 
because of cheaper coal costs by the American route. If it 
be possible, the canal tolls may well be so adjusted as to 
permit the Panama Canal to enter actively into competition 
for the trade between Europe and the Orient. In 1910 the 
European entrances and clearances of vessels engaged in 
the Oriental trade amounted to nearly 12,000,000 net tons. 
If the Panama Canal can secure 20 or even 10 per cent, of 
that tonnage its traffic usefulness and its revenues will be 
appreciably increased. 

Several references have been made in the preceding para- 
graphs to the relative costs of coal via the Panama and 
alternative routes. Excellent steaming-coal is sold at the 
eastern seaboard of the United States for less than $3 per 
ton. At the present time the United States Government is 
paying $4,091/2 per ton for Pocahontas and New River coal 
delivered at the end of the ship 's tackle at Colon and Cristo- 
bal. It will be possible for the United States Government 
to sell coal without loss, and possibly with some profit, at 
the Panama Canal for $5 per ton. The current price of 
coal at the Suez Canal is over $6 per ton. Coal is cheap in 
Japan and in South Africa, and is expensive on both the 
eastern and western coasts of South America and on the 
western coast of North America. After the opening of the 
Panama Canal coal can be sold at a reasonable price not 
only in Carribean stations, but at Pacific stations north and 
south of the Isthmus of Panama. Without going into detail, 
it may be said that the Panama route will have decided ad- 
vantages over the Suez route as regards coal costs. The 
amount saved may be indicated by a concrete illustration : 

In 1911 a freight-vessel of about 3,000 tons net register, 
British measurement, which made a round trip from New 
York through the Suez Canal to the Philippines and back, 
paid $20,868.75 for coal. Had the same vessel been taken 
through the Panama Canal and via San Francisco and Yoko- 
hama to Manila and back by the same route its coal bill 
would have been $18,222.50. The cost by way of Panama 
would have been $2,646.25 less, or nearly a dollar for each ton 
of the vessel's net register. 

The policy of the United States in fixing tolls at Panama, 
and in changing them from time to time with reference to 
traffic and revenue, will be influenced by the rate at which 
the traffic at Panama increases after the waterway has been 
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put in operation. The traffic available for the nse of the 
Panama Canal is increasing at the rate of about 60 per cent, 
per decade, and it has been assumed that that rate of in- 
crease will continue up to 1915. The increase in the tonnage 
of shipping using the Suez Canal was over 70 per cent, 
during the decade ending in 1910. How rapidly the traffic 
of the Panama Canal will develop after the opening of the 
waterway can, of course, only be conjectured; but the as- 
sumption of an increase of 60 per cent, during the first 
decade, from 1915 to 1925, would unquestionably be con- 
servative, because such an estimate would not take into ac- 
count the effect which the canal will have in stimulating 
and accelerating the growth of the commerce it serves. 
Merchants, shippers, and carriers best qualified to judge are 
agreed that the trade between the two seaboards of the 
United States will grow rapidly after the opening of the 
canal. It is also certain that the commerce between Europe 
and the west coast of the United States will become much 
larger because of the shortening of routes effected by the 
Panama Canal. 

It is probable that the traffic using the Panama Canal 
will increase more than 60 per cent, between 1915 and 1925. 
If, however, it be assumed that the advance will be but 60 
per cent, during that decade the shipping using the Panama 
Canal will reach 17,000,000 tons net register by 1925. This 
figure may seem large, but it is, as a matter of fact, less than 
the present amount of the traffic of the Suez Canal. In fact, 
the tonnage using the Suez route in 1915 will be in excess 
of 20,000,000 tons net register, and unless the use of that 
waterway should increase at a much slower rate than it is 
now advancing the tonnage of the Suez Canal will equal 
35,000,000 tons in 1925. 

The coastwise steamship interests and many persons who 
are unselfish advocates of Government aid to American 
shipping are urging the United States Government to allow 
American ships to use the Panama Canal without payment 
of tolls. It is recognized that the exemption of our shipping 
engaged in the foreign trade from the payment of Panama 
tolls would be a violation of the Hay-Pauncefote Treaty. 
There is a difference of opinion as to whether this and our 
treaties with other nations than Great Britain make it pos- 
sible to exempt our coastwise shipping from the payment of 
Panama tolls. It is probable, however, that the United 
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States could pay to American ships using the canal a subsidy 
equal to the tolls collected for the use of the waterway. The 
wisdom of this policy is, however, subject to serious ques- 
tion. Our coastwise trade is open only to American ships. 
The Panama Canal will greatly increase the demand for our 
vessels, and will thus be of great benefit to the ship-building 
and coastwise shipping interests. There is need for Govern- 
ment aid to our shipping engaged in the foreign trade, but 
the exemption or remission of Panama tolls on our shipping 
registered for the foreign trade would be of no appreciable 
assistance. On the whole, it would seem wiser for the United 
States to collect the same tolls from all ships, American or 
foreign, and to adopt effective measures for the promotion 
of the American marine. 

It is feared by many people that if the railroad companies 
are permitted to own or control vessels using the Panama 
Canal it will be difficult or impossible for steamship com- 
panies, independent of railroad affiliation, to engage in suc- 
cessful competition with the lines under railroad control. 
It is apparent that the United States must either prohibit 
the use of the canal by vessels under railroad control or 
must so regulate carriers using the Panama Canal as to 
prevent railroad lines from monopolizing or limiting the 
traffic carried between our two seaboards. Probably regula- 
tion will be wiser than limitation of traffic. 

It is imperative that the United States Government should 
have full knowledge of the relation of rail and water carriers. 
The business should be carried on publicly and not secretly. 
Rail and water lines should be required to make physical 
connection, and should be obliged to exchange traffic with 
each other without unfair discrimination as between carriers 
or shippers. It will also be found wise for the Government 
to keep informed regarding the relation of steamship lines 
with each other in order to prevent them from combining 
to restrict services or to raise rates. It will probably not 
be necessary for the United States Government actually to 
regulate the rates of steamship lines, but it is, however, 
advisable for the Government to adopt without delay the 
policy of requiring publicity in the services and charges of 
carriers by water as well as of carriers by rail. 

Emoey R. Johnson". 



